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The Atomic Energy Package Power Plant 


Visualized on the front cover, and shown here in 
outline and cutaway, is the ALCO nuclear power plant. 
Designed as the prototype of a “ package ” power plant 
so constructed that components can he transported by air. 
it will he erected at Fort Belvoir. Virginia , headquarters 
of the Army Corps of Engineers 
The ALCO plant will have several distinctions. 

It is the first fixed-price contract for commercial 
application of atomic energy. It will probably he the 
nation s first exportable peaceful application of 
atomic energy. It can he a powerful weapon in 
demonstrating the tremendous usefulness of 
atomic energy to the free world. 
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Financial Facts in Brief 













Net Sales or Shipments 
Income (before taxes) 


Federal Income and Excess Profits Taxes Applicable 
to Above Net Income. 


Net Income (after taxes). 

Dividends Declared: 

On Preferred Stock ($7.00 per share) . . . . 

On Common Stock ($1.00 per share 1954 — 

$1.40 per share 1953) . . . 

Net Income of Year Retained in the Business . . . 

Payrolls and Various Social Security Plans .... 
Additions to Property, Plant and Equipment . . . 

Wear and Obsolescence of Facilities (depreciation) . 

Loan Payable. 

Net Working Capital. 

Number of Stockholders. 

Earnings per Common Share. 


1954 

1953 



$187,222,000 

$440,710,000 

8,543,000 

24,497,000 

3,938,000 

17,096,000 

4,605,000 

7,401,000 

1,367,000 

1,389,000 

1,769,000 

2,486,000 

1,469,000 

3,526,000 

41,768,000 

65,501,000 

4,552,000 

2,758,000 

2,290,000 

2,370,000 

10,000,000 

10,000,000 

50,107,000 

48,800,000 

17,834 

18,511 

$1.83 

$3.40 


! 
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Five products were brought out for the power industry alone. 
They include the ALCO portable power package, offered to utilities 
for standby and emergency power; a new diesel engine for municipal 
and pipeline use, known as the ALCO 25IB; new design feedwater 
heaters and evaporators, and a new high-pressure closure for feed- 
water heaters. 

In addition to the drilling rig power package, the Company 
offered the petroleum industry an expanded line of flanges and other 
welding fittings and a non-lubricated valve which may soon be sold 
to other industries. 

ALCO has been producing atomic energy products since 1949. 
To the roster of nickel-plated pipe, converters, condensers, heat 
exchangers, and valve bodies it has been manufacturing, ALCO 
added large columns in 1954. The Company has expanded its organ¬ 
ization and facilities for the design and production of an increased 
line of atomic energy products, including reactors. 

The Company also began production of a new line of turbo¬ 
chargers—a form of gas turbine —and other such intricate products 
as recoil mechanisms for 155 mm artillery. This type of product is 
decidedly different from the usual heavy capital goods equipment 
which ALCO has made in the past. 

For the general metal fabrication field, ALCO manufactured 
in 1954 the tunnel shield which the Port of New York Authority is 
using to bore the third tube of the Lincoln Tunnel in New York City. 
Also, it turned out some large lock gates for the Erie Barge Canal, 
and expects that the proximity of its New York State plants to the 
St. Lawrence Seaway project will bring it similar business. 

The U. S. Army atomic energy package power plant for which 
the Company received a contract in December is a prototype of a 
complete power plant so designed and constructed that components 
can be transported by air. ALCO was awarded the contract in com¬ 
petition with eighteen leading national companies. In announcing 
the award, Rear Admiral Lewis L. Strauss, Chairman of the Atomic 
Energy Commission, said the ALCO bid was, “the most favorable 
to the Government from the standpoint of price, excellence of design 
and responsiveness to other terms of the AEC’s invitation, and an 
important step in the development of power reactor technology.” 

Further, as the first fixed-price contract for commercial appli¬ 
cation of atomic energy by any company, it is a milestone in the 
development of nuclear power for the progress of mankind. 



The third tube of the Lincoln 
Tunnel is being bored by an 
ALCO-built tunnel shield. 
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Adapting the Organization 

As would be expected, the transformation of ALCO into an equip¬ 
ment manufacturing company has required a number of changes. 

One principal change is the greatest emphasis upon an engi¬ 
neering organization skilled in the concept and design of a variety 
of industrial products. Some of the Company's new products intro¬ 
duced in 1954 are original designs, including the nuclear power 
plant, and are indicative of this growing concentration upon research 
and development capabilities. 

Another primary change is in marketing. The responsibility for 
the selection of profit-promising products for good markets is basic, 
and one which figures heavily in the decision to purchase new prod¬ 
uct lines or entire companies. The management is strengthening its 
organization in both of these important fields. 

Plant and Equipment 

Additions to plant and equipment in 1954 amounted to $4,552,000 
invested in tooling up for new design diesel engines, modernization 
and expansion of the steam and electric power system at the Schenec¬ 
tady plant, additional pipe fabricating facilities at the Dunkirk plant, 
and improved machine tools at all plants. Also included in the total 
is the purchase of the Central Pipe Fabricating & Supply Company 


i 



New warehouses were constructed at St. Louis and Chicago last year so that the Company could expand 
its facilities for handling locomotive replacement parts. At the St. Louis warehouse , above, ALCO also 
operates a parts service and repair center. 
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of Cincinnati, Ohio. Plant additions of $4,552,000 in 1954 compare 
with additions of $2,758,000 in 1953 and expected expenditures for 
existing plants of some $2,000,000 in 1955. Depreciation for 1954 
amounted to $2,290,000, including $433,000 of 5-year amortization 
under Government Certificates of Necessity. 

Construction of new parts and service warehouses during 1954 
at St. Louis and Chicago will enable the Company to handle its 
growing locomotive parts business more efficiently. Replacement 
parts for other ALCO products also will be stored in these new ware¬ 
houses. To conserve working capital, the warehouses were sold and 
leased back under long-term leases. 

Additional non-capital expenses in connection with the mod¬ 
ernization and expansion of the steam and electric power system at 
the Schenectady plant amounted to $800,000. This amount has been 
charged against earnings for the year. 

Several years ago production of steel tires was discontinued at 
the Chicago Heights plant. The portion of the plant which had been 
used for this operation was sold in 1954 at a profit of $224,000, 
which has been included in net income for the year. 

Industrial Relations 

Labor relations were good during 1954 although a strike at the Com¬ 
pany’s Beaumont, Texas, plant lasted some twenty days. Contract 
settlements were negotiated calling for a five cents an hour wage in¬ 
crease and improved pension and insurance programs for employees 
at the Latrobe, Pa. and Chicago Heights, Ill. plants. The Company 
presently is negotiating with the United Steelworkers of America, 
CIO, on contracts at its Schenectady, Auburn and Dunkirk plants. 

General Steel Castings Corporation 

During 1954 ALCO sold 7,000 shares of its holdings of General 
Steel Castings Corporation common stock for $119,000. Since the 
value of this investment was written off many years ago, the entire 
proceeds have been included in earnings. In January, 1955 the 
remaining 53,000 shares of the Company’s holdings of this stock 
were sold for $1,025,000. 

Court of Claims Suit 

In 1949 the Company brought suit in the Court of Claims against 
the Government to recover expenses incurred during World War II, 









but which had been disallowed by the Government, in connection 
with tank production. A settlement was reached in this matter during 
1954 which resulted in the recovery of $530,000 by the Company. 

Montreal Locomotive Works, Limited 

Although shipments declined by 5% from the 1953 level, Montreal 
Locomotive Works, Limited earned $1,192,000, or $1.70 per share 
last year as compared with $1,156,000, or $1.65 per share in 1953. 

In the second half the annual dividend rate was increased to $1 
per share which brought the total dividends received by ALCO dur¬ 
ing 1954 to $360,000 on its holdings of 400,000 shares. ALCO 
holds a 4/7th interest in Montreal Locomotive Works, Limited. 

Changes in Directors and Officers 

On December 20, 1954, Mr. Duncan W. Fraser, who had been 
Chairman of the Board until April 27, 1954, died. 

Mr. Fraser’s career with the Company was further testimony to 
the vitality of the American dream of free opportunity. Born in 
Nova Scotia, he started out in the business world as an apprentice for 
a tool company in Rhode Island; rose through the ranks of the Com¬ 
pany’s Canadian affiliate, Montreal Locomotive Works, Limited; 
then came to the parent company in 1920, becoming President in 
1940 and Chairman in 1945. 

Effective October 26, 1954 the Board of Directors accepted 
with regret the resignation of Mr. Willard F. Rockwell as a Director. 
On November 23, 1954 the Board accepted with regret the resigna¬ 
tion of Mr. James H. McGraw, Jr. as Director. 

On January 25, 1955, the Board elected Mr. Kenneth F. 
MacLellan, President of United Biscuit Company of America, as a 
Director. 

Mr. Hunter Michaels, formerly a Vice-President of the Com¬ 
pany, retired effective October 1, 1954. Mr. Michaels had been 
associated with the Company for 31 years and had made many con¬ 
tributions to its progress. 

On April 27,1954, the Board of Directors elected Mr. James D. 
Vaughan, who had been Comptroller, a Vice-President of the Com¬ 
pany. Mr. Malcolm C. Downs, formerly Assistant Comptroller, was 
elected Comptroller. 

Following are the financial statements for the year 1954, together 
with the report of the accountants, Leslie, Banks & Company. 









alco 

And Wholly-Owned 

Subsidiaries \ 

Consolidated Statement of Income 



Years Ended December 31 , 1954 and 1953 




1954 

1953 

Net sales (Note 6). 

$187,221,861 

$440,709,898 

Cost of products sold and operating expenses: 



Materials and services from others. 

135,134,624 

348,597,902 

Wages, salaries, life, health and unemployment insurance, pension 



r and old age benefits, etc. 

41,767,579 

65,500,998 

Wear and obsolescence of facilities (depreciation). 

2,289,912 

2,370,060 


179,192,115 

416,468,960 

Operating income. 

8,029,746 

24,240,938 

Dividends from subsidiary not consolidated (Note 1). 

369,946 

325,375 

Interest and other dividends received. 

426,442 

345,201 

Profit on security investments sold. 

119,979 

— 

Profit on sale of Chicago Heights property. 

224,344 

— 

Settlement of Court of Claims lawsuit on World War II tank contract . 

530,000 

— 


9,700,457 

24,911,514 

Interest and other expense. 

357,122 

414,860 

Expenses in connection with remodeling powerhouse. 

800,000 

— 

Provision for federal taxes on income. 

3,938,000 

17,096,000 

Net income for the year. 

$ 4,605,335 

$ 7,400,654 

Consolidated Statement of Net Income 



Retained in the Business CEarned Surplus) 



Years Ended December 31,1954 and 1953 




1954 

1953 

Net income retained in the business at beginning of year. 

$ 34,212,955 

$ 30,687,132 

Net income for year, per statement of income. 

4,605,335 

7,400,654 

Provision for taxes on income and renegotiation in prior years, no longer 



considered necessary (Note 6). 

2,000,000 

— 


40,818,290 

38,087,786 

1 Cash dividends: 



On preferred stock ($7.00 per share). 

1,366,925 

1,388,625 

On common stock (1954 — $1.00 per share, 1953 — $1.40 per share) 

1,769,076 

2,486,206 


3,136,001 

3,874,831 

Net income retained in the business at end of year (earned surplus) 



(Note 5). 

$ 37,682,289 

$ 34,212,955 

See accompanying notes to financial statements 
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ALCO 


AMERICAN LOCOMOTIVE COMPANY 

Consolidated Statement of Financial Position 


ASSETS 


CURRENT ASSETS: 


1954 

1953 

Cash. 


... $ 10,422,647 

$ 9,136,200 

United States Government securities 

— at cost . . . 

... 7 , 471,444 

_ 

Accounts receivable (less estimated doubtful accounts) 

. . . . 14,545,662 

25,921,996 

Cash, accounts receivable and expenditures applicable to Govern- 


ment combat tank contract (1953 

— less $60,649,940 partial pay- 


ments received). 


. . . . 2,585,851 

16,704,985 

Due from subsidiary not consolidated. 

• • • 525,757 

466,138 

Inventories — at cost, not in excess of market: 

Materials and supplies. 

. . . 7,069,507 

10,493,086 

Products in process of manufacture. 

... 13,508,630 

20,217,031 

Finished products. 


... 8,413,504 

5,859,048 

Total Inventories . . . . 


... 28,991,641 

36,569,165 

Total Current Assets . . 

Working Capital: 
1954-$50,107,154 

. . . 64,543,002 

88,798,484 


1953 -$48,799,950 




ADVANCE ACCOUNT —GOVERNMENT FACILITIES 
CONTRACT (contra): 


Cash. 

101,651 

584,348 

Reimbursable expenditures. 

898,349 

2,237,652 


1 , 000,000 

2,822,000 

INVESTMENTS —at or below cost: 



Securities of subsidiary not consolidated (Note 1). 

1,714,286 

1,714,286 

Securities deposited with Workmen’s Compensation Commission . 

750,000 

1 , 000,000 

Other security investments (Note 2). 

927,500 

972,679 


3,391,786 

3,686,965 

Less reserve for possible loss. 

826,000 

935,000 


2,565,786 

2,751,965 

COMMON STOCK IN TREASURY FOR CORPORATE 

PURPOSES — at or below cost — 14,756 shares (Note 3) . . . 

PROPERTY, PLANT AND EQUIPMENT — on basis of COSt: 

146,246 

146,246 

Land. 

2,357,942 

2,409,319 

Buildings, machinery and equipment. 

59,205,748 

56,428,267 


61,563,690 

58,837,586 

Less reserve for depreciation and obsolescence charged 

to operations. 

31,064,604 

30,445,468 


30,499,086 

28,392,118 

INSURANCE, TAXES AND OTHER EXPENSES — 



applicable to future periods . 

499,987 

871,788 


$ 99,254,107 

$123,782,601 
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See accompanying notes to financial statements 




























































and Wholly-Owned Subsidiaries 


■ Alt 

;o 

December 31, 1954 and 1953 




LIABILITIES AND STOCKHOLDERS’ OWNERSHIP 


CURRENT LIABILITIES! 

1954 

1953 


Invoices payable.$ 

4,803,666 

$ 11,626,162 


Accrued payrolls and expenses. 

5,550,453 

5,181,658 


Accrued taxes other than federal income taxes. 

718,403 

2,031,853 


Invoices payable, etc. applicable to Government combat tank contract 

2,555,765 

13,562,534 


Dividends payable. 

782,294 

785,819 


Advances on contracts. 

25,267 

506,918 


Estimated federal income taxes and renegotiation (less U. S. Govern- 




ment securities 1954-$13,031,077; 1953 -$19,327,703) . . 

— 

6,303,590 


Total Current Liabilities. 

14,435,848 

39,998,534 


ADVANCE ACCOUNT — GOVERNMENT FACILITIES 




CONTRACT {contra): 




Advances received. 

1 ,000,000 

2,500,000 


Invoices payable. 

— 

322,000 


I 1,000,000 

2,822,000 


NOTE PAYABLE — 3 Vi% — payable $250,000 on September 1, 1957; 




, $300,000 quarterly from December 1, 1957 to December 1, 1963; 




and balance, $2,250,000 on June 1, 1964 . 

• 

10 ,000,000 

10 ,000,000 


reserves: 




Deferred credits and operating reserves. 

548,642 

514,362 


Self insurance under Workmen’s Compensation laws. 

956,428 

1,061,093 


Deferred incentive compensation awards (Note 3). 

195.881 

123,849 


Reserve for contingencies. 

323,000 

323,000 


[ 2,023,951 

2,022,304 


stockholders’ ownership evidenced by: 




Preferred stock — 7% cumulative $100 par; callable at $115; author¬ 




ized and issued 200,000 shares less 10,300 shares in Treasury — 




outstanding 189,700 shares. 

18,970,000 

19,560,000 


Common stock — $1 par; authorized 2,500,000 shares; issued 




1,783,832 shares. 

1,783,832 

1,783,832 


Amount paid the company for capital stock in excess of par value 




(capital surplus) (Note 4). 

13,358,187 

13,382,976 


Income retained in the business (earned surplus) (Note 5) ... 

37,682,289 

34,212,955 



71,794,308 

68.939,763 


Contingent Liabilities—reserves provided are deemed adequate to cover 




any losses that may arise from contingent liabilities such as guar¬ 




antees, pending litigation, taxes, etc. 




$ 

99,254,107 

$123,782,601 


See accompanying notes to financial statements 
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Notes to Financial Statements 


NOTE 1 — The Company’s equity in the undistributed net income of Montreal Locomotive 
Works, Limited, the subsidiary not consolidated, amounted to $336,964 and $354,915 for 
the years ended December 31, 1954 and 1953, respectively, and is not included in the con¬ 
solidated statement of income. Its equity in the net assets of that subsidiary at December 31, 
1954, adjusted to reflect the increase in value of the Canadian dollar during the year, 
amounted to $8,852,788 — $7,138,502 representing undistributed earnings since acquisition. 

NOTE 2- Other security investments include 53,000 shares of common stock of General 
Steel Castings Corporation. The value of this investment was entirely written off in 1937 by 
providing a reserve for possible loss. In January, 1955 these shares were sold for $1,025,000. 

NOTE 3— The Incentive Compensation Committee of the Board of Directors, acting in 
accordance with the provisions of the Plan, directed that $49,257 be charged to earnings 
before taxes and credited to the Incentive Compensation Reserve in 1954; that awards 
aggregating $125,946 be made, of which $63,089 was to be paid in cash in 1955 and that 
2,958 shares of common stock of the Company having a current value of $62,857 be con¬ 
tingently awarded to be payable in installments following termination of participants’ 
employment. The Incentive Compensation Committee directed that the balance of $78,486 
in the reserve be carried forward to be available for incentive compensation in future years. 

NOTE 4 —in 1954 the Company purchased 5,900 shares of its 7% Preferred Stock. The 
cost of these shares exceeded their par value by $24,789 and this excess has been charged to 
“Amount paid the Company for capital stock in excess of par value (capital surplus).” 

NOTE 5 —Under the terms of the note payable the Company will not declare dividends 
(other than stock dividends) or apply any assets to the purchase, redemption or retirement 
of any shares of its stock unless immediately thereafter (1) the consolidated net current 
assets will not be less than the greater of (a) the consolidated funded indebtedness plus 
$15,000,000 or (b) 200% of the consolidated funded indebtedness, and (2) the amount of 
such dividend or payment plus the aggregate of all such prior dividends and payments made 
since December 31, 1948 will not be more than $2,250,000 plus the consolidated net income 
accrued subsequent to December 31, 1948. At December 31, 1954 the portion of net income 
retained in the business (earned surplus) not affected by this restriction was $17,833,993. 

NOTE 6— The Company’s Federal income and excess profits tax returns have been ex¬ 
amined through 1952 and final assessments have been made to December 31, 1949. A 
substantial portion of the Company’s sales in 1954, 1953 and 1952 and a lesser portion in 
1951 and 1950, consisted of defense products which are subject to price redetermination and 
renegotiation. Final billing prices have been determined for the major portion of these 
sales, and settlement of renegotiation through the year 1952 was effected subsequent to 
December 31, 1954 with no refund of profits required. Based on such examinations and 
determinations, the portion of estimated income taxes and renegotiation for 1951 and 1952 
which appear excessive have been credited to net income retained in the business. It is 
believed that adequate provision has been made for such adjustment as may result from final 
determination of the remaining unsettled matters. 

NOTE 7— In 1954 the Company contributed $981,954 to the trust fund under the salaried 
employees retirement plan, which was established effective January 1, 1944. Of this amount 
$606,178 represented past service costs. No contribution was made in 1954 to the trust 
fund under the hourly rated employees pension plan, which became effective May 1, 1950. 
since contributions previously made exceed the total amount required at December 31, 1954 
to qualify under Federal income tax regulations. 

NOTE 8— Consolidated Statement of Financial Position at December 31, 1953 has been 
restated for purposes of comparison. 
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To the Board of Directors of 

AMERICAN LOCOMOTIVE COMPANY: 

We have examined the consolidated statement of 
financial position of American Locomotive Company and 
wholly-owned subsidiaries as of December 31, 1954, and 
the related consolidated statements of income and net 
income retained in the business (earned surplus) for the 
year then ended. Our examination was made in accord¬ 
ance with generally accepted auditing standards, and ac- 
cordingly included such tests of the accounting records 
and such other auditing procedures as we considered 
necessary in the circumstances. Direct confirmation of 
receivables from the United States Government depart- 
ments was impracticable but we have satisfied ourselves 
with respect to such receivables by means of other audit- 
ing procedures. 

In our opinion, the accompanying consolidated state- 
ment of financial position and consolidated statements of 
income and net income retained in the business (earned 
surplus) present fairly the financial position of American 

Locomotive Company and wholly-owned subsidiaries at 

December 31, 1954, and the results of their operations 
for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consist¬ 
ent with that of the preceding year. 

LESLIE, BANKS & COMPANY 

New York, N. Y. 

February 28. 1955 
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AMERICAN LOCOMOTIVE COMPANY 
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Officers 


George W. H. Allen 
Perry T. Egbert 
Kenneth F. MacLellan 
William S. Morris 
Norman C. Naylor 
LeRoy A. Petersen 
Henning W. Prentis, Jr. 
Herman Press 
Ernest W. Reid 
Robert W. White 


Perry T. Egbert. President 

William S. Morris. Executive Vice-President 

Manuel Alonso. Vice-President, Foreign Sales 

William A. Callison . . . Vice-President, Customer Relations 

Daniel W. Cameron .... Vice-President, Manufacturing 

William E. Corrigan. Vice-President 

William F. Lewis. Vice-President, Marketing 

James J. Reynolds . . . . Vice-President, Industrial Relations 

James D. Vaughan. Vice-President 

Edmund J. Van Valkenburgh . . . Director of Procurement 
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Malcolm C. Downs. Comptroller 

Carl A. Sundberg. Secretary 


Transfer and Dividend Disbursing Agent: 

BANKERS TRUST COMPANY, 16 Wall Street, New York 15, N. Y. 
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140 Broadway, New York 15, N. Y. 
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Alco Products 


Aircoolers 

Aircraft Engine Containers 
Chemical Nickel-Plating 
Combat Tanks 
Condensers 

Diesel-Electric Locomotives 

Diesel Engines 

Evaporators 

Feedwater Heaters 

Feedwater Preparation Units 

Flanges 

Forgings 

Gas Turbine Regenerators 

Gear Blanks 

Gun Recoil Mechanisms 

Heat Exchangers 

Jacket Water Coolers 

Journal Box Lids 

Locomotive Parts and Services 

Nickel Plated Pipe 

Oil Well Drilling Blocks 

Oil Well Drawworks 

Power Plant Heat Exchangers 

Pressure Vessels 

Process Heat Exchangers 

Process Towers 

Product Storage Tanks 

Reactors and Reactor Vessels 

Reboilers 

Rings 

Springs 

Valves 

Water and Sewage Pipe 
Welding Fittings 
Well-Head Equipment 












